3608L. 011
AN ACT
To repeal section 376.671, RSMb, and to enact

inlieu thereof two new sections relating to
annuity contracts.

BE | T ENACTED BY THE GENERAL ASSEMBLY OF THE STATE OF M SSCOURI,
AS FOLLONG

Section A.  Section 376.671, RSMb, is repealed and two new
sections enacted in lieu thereof, to be known as sections 376. 669
and 376.671, to read as foll ows:

376. 669. 1. This section shall not apply to any

rei nsurance, group annuity purchased under a retirenent plan, or

pl an of deferred conpensati on established or nmintai ned by an

enpl oyer (including a partnership or sole proprietorship) or by

an _enpl oyee organi zation, or by both, other than a plan providing

i ndividual retirenent accounts or individual retirenent annuities

under Section 408 of the Internal Revenue Code of 1986, as

anended, prem um deposit fund, variable annuity, investnent

annuity, inmmediate annuity, any deferred annuity contract after

annui ty paynents have commenced, or reversionary annuity, nor to

any contract which shall be delivered outside this state through

an_agent or other representative of the conpany issuing the

contract.

2. In the case of contracts issued on or after the

effective date of this section as defined in subsection 11 of

this section, no contract of annuity, except as stated in
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subsection 1 of this section, shall be delivered or issued for

delivery in this state unless it contains in substance the

followi ng provisions, or correspondi ng provisions which in the

opinion of the director are at |l east as favorable to the contract

hol der, upon cessation of paynent of considerations under the

contract:

(1) That upon cessation of paynent of considerations under

a contract, or upon the witten request of the contract owner,

the conpany shall grant a paid-up annuity benefit on a plan

stipulated in the contract of such value as is specified in

subsections 4, 5, 6, 7 and 9 of this section;

(2) |If a contract provides for a lump sum settl enent at

maturity, or at any other tine, that upon surrender of the

contract at or prior to the comencenent of any annuity paynents,

the conpany shall pay in lieu of a paid-up annuity benefit a cash

surrender benefit of such anpunt as is specified in subsections

4. 5 7 and 9 of this section. The conpany nmay reserve the right

to defer the paynent of the cash surrender benefit for a period

not to exceed six months after demand therefor with surrender of

the contract after nmaking witten request and receiving witten

approval of the director. The request shall address the

necessity and equitability to all policyholders of the deferral;

(3) A statenent of the nortality table, if any, and

interest rates used in calculating any m ni nrum pai d-up annuity,

cash surrender or death benefits that are guaranteed under the




contract, together with sufficient information to deternine the

amounts of the benefits:; and

(4) A statenent that any paid-up annuity, cash surrender or

death benefits that nay be avail abl e under the contract are not

|l ess than the m ni nrum benefits required by any statute of the

state in which the contract is delivered and an expl anati on of

the manner in which the benefits are altered by the exi stence of

any additional anmounts credited by the conpany to the contract,

any i ndebtedness to the conpany on the contract or _any prior

withdrawals fromor partial surrenders of the contract.

Not wi t hst andi ng the requirenents of this subsection, a deferred

annuity contract may provide that if no considerati ons have been

recei ved under a contract for a period of two full vyears and the

portion of the paid-up annuity benefit at nmaturity on the plan

stipulated in the contract arising fromprior considerations paid

woul d be less than twenty dollars nonthly, the conpany may at its

option term nate the contract by paynent in cash of the then

present value of the portion of the paid-up annuity benefit,

calcul ated on the basis on the nortality table, if any, and

interest rate specified in the contract for determ ning the paid-

up annuity benefit, and by this paynment shall be relieved of any

further obligation under the contract.

3. The mininmum values as specified in subsections 4, 5, 6,

7 and 9 of this section of any paid-up annuity, cash surrender or




death benefits avail able under an annuity contract shall be based

upon m ni nrum nonforfeiture ampbunts as defined in this section.

(1) The mninmum nonforfeiture anpunt at any tine at or

prior to the commencenent of any annuity paynents shall be equal

to an accumul ation up to such tine at rates of interest as

i ndi cated in subdivision (3) of this subsection of the net

consi derations (as hereinafter defined) paid prior to such tine,

decreased by the sum of paragraphs (a) to (d) bel ow

(a) Any prior withdrawals fromor partial surrenders of the

contract accunul ated at rates of interest as indicated in

subdi vision (3) of this subsection; and

(b) An annual contract charge of fifty dollars, accunul ated

at rates of interest as indicated in subdivision (3) of this

subsecti on;

(c) Any premiumtax paid by the company for the contract,

accunul ated at rates of interest as indicated in subdivision (3)

of this subsection; and

(d)  The anmpunt of any indebtedness to the conpany on the

contract, including interest due and accrued.

(2) The net considerations for a given contract vear used

to define the m nimum nonforfeiture anount shall be an anpunt

equal to eighty-seven and one-half percent of the gross

considerations credited to the contract during that contract

year.

(3) The interest rate used in determn ning nninum




nonforfeiture amounts shall be an annual rate of interest

deternmined as the | esser of three percent per annum and the

follow ng, which shall be specified in the contract if the

interest rate will be reset:

(a) The five-year Constant Maturity Treasury Rate reported

by the Federal Reserve as of a date, or average over a period,

rounded to the nearest one-twentieth of one percent, specified in

the contract no longer than fifteen nonths prior to the contract

i ssue date or redetern nation date under paragraph (d) of this

subdi vi si on

(b) Reduced by one hundred twenty-five basis points;

(c) Were the resulting interest rate is not |less than one

percent; and

(d) The interest rate shall apply for an initial period and

may be redeterm ned for additional periods. The redeterm nation

date, basis and period, if any, shall be stated in the contract.

The basis is the date or average over a specified period that

produces the value of the five-year Constant Maturity Treasury

Rate to be used at each redeternination date.

(4) During the period or termthat a contract provides

substantive participation in an equity indexed benefit, it may

i ncrease the reduction described in paragraph (b) of subdivision

(3) of this subsection by up to an additional one hundred basis

points to reflect the value of the equity index benefit. The

present value at the contract issue date, and at each




redeternination date thereafter, of the additional reduction

shall not exceed the market value of the benefit. The director

may require a denonstration that the present value of the

addi ti onal reduction does not exceed the market val ue of the

benefit. Lacki ng such a denpbnstration that is acceptable to the

director, the director may disallowor limt the additional

reducti on.

(5) The director may adopt rules to inplenent the

provi sions of subdivision (4) of this subsection and to provide

for further adjustnents to the calculation of mninum

nonforfeiture anounts for contracts that provide substantive

participation in an equity index benefit and for other contracts

that the director determ nes adjustnents are justified.

4. Any paid-up annuity benefit avail able under a contract

shall be such that its present value on the date annuity paynents

are to commence is at least equal to the nmininumnonforfeiture

anmount _on that date. Present value shall be conputed using the

nortality table, if any, and the interest rates specified in the

contract for determ ning the m ni mum pai d-up annuity benefits

guaranteed in the contract.

5. For contracts that provide cash surrender benefits, the

cash surrender benefits available prior to maturity shall not be

| ess than the present value as of the date of surrender of that

portion of the maturity value of the paid-up annuity benefit that

woul d be provided under the contract at maturity arising from




considerations paid prior to the tine of cash surrender reduced

by the anmpbunt appropriate to reflect any prior withdrawals from

or partial surrenders of the contract, such present val ue being

calcul ated on the basis of an interest rate not nore than one

percent higher than the interest rate specified in the contract

for accunmul ating the net considerations to determne maturity

val ue, decreased by the amount of any indebtedness to the conpany

on the contract, including interest due and accrued, and

i ncreased by any existing additional amounts credited by the

conpany to the contract. In no event shall any cash surrender

benefit be less than the m ni mum nonforfeiture anount at that

tine. The death benefit under such contracts shall be at | east

equal to the cash surrender benefit.

6. For contracts that do not provide cash surrender

benefits, the present value of any paid-up annuity benefit

available as a nonforfeiture option at any tine prior to maturity

shall not be less than the present value of that portion of the

maturity value of the paid-up annuity benefit provided under the

contract arising fromconsiderations paid prior to the tine the

contract is surrendered in exchange for, or changed to, a

deferred paid-up annuity, such present value being cal cul ated for

the period prior to the maturity date on the basis of the

interest rate specified in the contract for accunul ati ng the net

considerations to deternmne maturity value, and increased by any

addi ti onal amounts credited by the conpany to the contract. For




contracts that do not provide any death benefits prior to the

commencenent of any annuity payments, present val ues shall be

calcul ated on the basis of such interest rate and the nortality

tabl e specified in the contract for determning the maturity

val ue of the paid-up annuity benefit. However, in no event shal

the present value of a paid-up annuity benefit be |less than the

m ni nrum nonforfeiture anpunt at that tinme.

7. For the purpose of determ ning the benefits cal cul ated

under subsections 5 and 6 of this section, in the case of annuity

contracts under which an election may be nade to have annuity

paynents commence at optional naturity dates, the maturity date

shall be deened to be the |atest date for which election shall be

pernmitted by the contract, but shall not be deened to be | ater

than the anni versary of the contract next follow ng the

annui tant's seventieth birthday or the tenth anniversary of the

contract, whichever is later.

8. A contract that does not provide cash surrender benefits

or _does not provide death benefits at | east equal to the n ninum

nonforfeiture amount prior to the commencenent of any annuity

paynents shall include a statenent in a proninent place in the

contract that such benefits are not provided.

9. Any paid-up annuity, cash surrender, or death benefits

available at any tinme, other than on the contract anniversary

under any contract with fixed schedul ed consi derations, shall be

calculated with allowance for the |l apse of tine and the paynent




of any schedul ed consi derations beyond the begi nni ng of the

contract vear in which cessation of paynent of considerations

under the contract occurs.

10. For a contract which provides, within the sane contract

by rider or supplenental contract provision, both annuity

benefits and life insurance benefits that are in excess of the

greater of cash surrender benefits or a return of the gross

considerations with interest, the m nimum nonforfeiture benefits

shall be equal to the sumof the m ni nrum nonforfeiture benefits

for the annuity portion and the m ni num nonforfeiture benefits,

if any, for the life insurance portion conputed as if each

portion were a separate contract. Not wi t hst andi ng t he provi Si ons

of subsections 4, 5, 6, 7 and 9 of this section, additional

benefits payable in the event of total and pernmanent disability,

as reversionary annuity or deferred reversionary annuity

benefits, or as other policy benefits additional to life

i nsurance, endownent, and annuity benefits, and consi derations

for all such additional benefits shall be disregarded in

ascertaining the mninum nonforfeiture anbunts, paid-up annuity,

cash surrender and death benefits that nay be required by this

section. The inclusion of such benefits shall not be required in

any pai d-up benefits, unless the additional benefits separately

would require nmninmumnonforfeiture anbunts, paid-up annuity,

cash surrender and death benefits.

11. Not wi t hst andi ng t he provisions of section 376.671




after the effective date of this section, a conpany nmay elect to

apply the provisions of this section in lieu of section 376.671

to annuity contracts on a contract formby-contract formbasis

before July 1. 2006. In all other instances, this section shal

becone operative with respect to annuity contracts issued by the

conpany after July 1, 2006.

376.671. 1. This section shall not apply to any
rei nsurance, group annuity purchased under a retirenent plan or
pl an of deferred conpensati on established or maintained by an
enpl oyer (including a partnership or sole proprietorship) or by
an enpl oyee organi zation, or by both, other than a plan providing
i ndi vidual retirement accounts or individual retirenent annuities
under Section 408 of the Internal Revenue Code, as now or
hereafter anmended, prem um deposit fund, variable annuity,
i nvestnment annuity, inmediate annuity, any deferred annuity
contract after annuity paynents have comrenced, or reversionary
annuity, nor to any contract which shall be delivered outside
this state through an agent or other representative of the
conpany issuing the contract.

2. In the case of contracts issued on or after the
operative date of this section as defined in subsection 11 of

this section, no contract of annuity, except as stated in

subsection 1 of this section, shall be delivered or issued for

delivery in this state unless it contains in substance the

foll owi ng provisions, or correspondi ng provisions which in the
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opinion of the director are at |east as favorable to the
contract hol der, upon cessation of paynent of considerations under
t he contract:

(1) That upon cessation of paynent of considerations under
a contract, the conpany wll grant a paid-up annuity benefit on a
plan stipulated in the contract of such value as is specified in

subsections 4, 5, 6, 7, and 9 of this section;

(2) If a contract provides for a lunp sumsettlenent at
maturity, or at any other tinme, that upon surrender of the
contract at or prior to the comencenent of any annuity paynents,
the conpany will pay in lieu of any paid-up annuity benefit a
cash surrender benefit of such anpbunt as is specified in

subsections 4, 5, 7, and 9 of this section. The conpany shal

reserve the right to defer the paynent of such cash surrender
benefit for a period of six nonths after demand therefor with
surrender of the contract;

(3) A statenent of the nortality table, if any, and
interest rates used in cal culating any m ni mrum pai d-up annuity,
cash surrender or death benefits that are guaranteed under the
contract, together with sufficient information to determ ne the
amounts of such benefits;

(4) A statenent that any paid-up annuity, cash surrender or
death benefits that may be avail abl e under the contract are not
| ess than the m ni num benefits required by any statute of the

state in which the contract is delivered and an expl anati on of
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t he manner in which such benefits are altered by the existence of
any additional anpbunts credited by the conpany to the contract,
any i ndebtedness to the conpany on the contract or any prior

wi thdrawal s fromor partial surrenders of the contract.

Not wi t hst andi ng the requirenents of this section, any deferred
annuity contract may provide that if no considerations have been
recei ved under a contract for a period of two full years and the
portion of the paid-up annuity benefit at maturity on the plan
stipulated in the contract arising fromconsiderations paid prior
to such period would be less than twenty dollars nonthly, the
conpany may at its option term nate such contract by paynent in
cash of the then present value of such portion of the paid-up
annuity benefit, calculated on the basis of the nortality table,
if any, and interest rate specified in the contract for
determ ning the paid-up annuity benefit, and by such paynent
shall be relieved of any further obligation under such contract.
3. The m ni num val ues as specified in subsections 4, 5, 6,

7, and 9 of this section of any paid-up annuity, cash surrender

or death benefits avail abl e under an annuity contract shall be
based upon m ni mum nonforfeiture amunts as defined in this
secti on.

(1) Wth respect to contracts providing for flexible
consi derations, the mninmumnonforfeiture anount at any tine at

or prior to the commencenent of any annuity paynent shall be
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equal to an accunulation up to such tinme at a rate of interest of
t hree percent per annum of percentages of the net considerations
(as hereinafter defined) paid prior to such tinme, decreased by
t he sum of

(a) Any prior withdrawals fromor partial surrenders of the
contract accunul ated at a rate of interest of three percent per
annum and

(b) The amount of any indebtedness to the conpany on the
contract, including interest due and accrued and increased by any
exi sting additional anmpbunts credited by the conpany to the
contract. The net considerations for a given contract year used
to define the m ni mum nonforfeiture anmount shall be an anmount not
| ess than zero and shall be equal to the correspondi ng gross
considerations credited to the contract during that contract year
| ess an annual contract charge of thirty dollars and less a
col l ection charge of one dollar and twenty-five cents per
consideration credited to the contract during that contract year.
The percentages of net considerations shall be sixty-five percent
of the net consideration for the first contract year and
ei ghty-seven and one-half percent of the net considerations for
t he second and | ater contract years. Notw thstanding the
provi sions of the preceding sentence, the percentage shall be
sixty-five percent of the portion of the total net consideration
for any renewal contract year which exceeds by not nore than two

times the sumof those portions of the net considerations in al
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prior contract years for which the percentage was sixty-five
per cent;

(2) Wth respect to contracts providing for fixed schedul ed
consi derations, mninmmnonforfeiture anounts shall be cal cul at ed
on the assunption that considerations are paid annually in
advance and shall be defined as for contracts with flexible
consi derations which are paid annually with two exceptions:

(a) The portion of the net consideration for the first
contract year to be accunul ated shall be the sum of sixty-five
percent of the net consideration for the first contract year plus
twenty-two and one-half percent of the excess of the net
consideration for the first contract year over the |esser of the
net considerations for the second and third contract years;

(b) The annual contract charge shall be the | esser of
thirty dollars or ten percent of the gross annual consideration;

(3) Wth respect to contracts providing for a single
consi deration, mninmmnonforfeiture amunts shall be defined as
for contracts with flexible considerations except that the
percent age of net consideration used to determ ne the m nimum
nonforfeiture amount shall be equal to ninety percent, and the
net consideration shall be the gross consideration | ess a
contract charge of seventy-five dollars;

(4) Notw thstandi ng any other provision of this subsection,
for any contract issued on or after July 1, 2002, and before July

1, [2004] 2006, the interest rate at which net considerations,
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prior withdrawal s, and partial surrenders shall be accunul ated,
for the purpose of determ ning m nimum nonforfeiture anounts,
shal |l be one and one-half percent per annum

4. Any paid-up annuity benefit avail able under a contract
shall be such that its present value on the date annuity paynents
are to commence is at |least equal to the m ninumnonforfeiture
amount on that date. Such present value shall be conputed using
the nortality table, if any, and the interest rate specified in
the contract for determ ning the m ni mum pai d-up annuity benefits
guaranteed in the contract.

5. For contracts which provide cash surrender benefits,
such cash surrender benefits available prior to maturity shal
not be less than the present value as of the date of surrender of
that portion of the maturity value of the paid-up annuity benefit
whi ch woul d be provided under the contract at maturity arising
from considerations paid prior to the tinme of cash surrender
reduced by the anount appropriate to reflect any prior
wi thdrawal s fromor partial surrenders of the contract, such
present val ue being cal cul ated on the basis of an interest rate
not nore than one percent higher than the interest rate specified
in the contract for accumul ating the net considerations to
determ ne such maturity val ue, decreased by the anount of any
i ndebt edness to the conpany on the contract, including interest
due and accrued, and increased by any existing additional anmounts

credited by the conpany to the contract. |In no event shall any
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cash surrender benefit be less than the m ni mum nonforfeiture
amount at that tinme. The death benefit under such contracts
shall be at |east equal to the cash surrender benefit.

6. For contracts which do not provide cash surrender
benefits, the present value of any paid-up annuity benefit
avai l able as a nonforfeiture option at any tine prior to maturity
shall not be less than the present value of that portion of the
maturity value of the paid-up annuity benefit provided under the
contract arising fromconsiderations paid prior to the time the
contract is surrendered in exchange for, or changed to, a
deferred paid-up annuity, such present val ue being cal cul ated for
the period prior to the maturity date on the basis of the
interest rate specified in the contract for accunul ating the net
considerations to determ ne such maturity val ue, and increased by
any existing additional anobunts credited by the conpany to the
contract. For contracts which do not provide any death benefits
prior to the commencenent of any annuity paynents, such present
val ues shall be cal cul ated on the basis of such interest rate and
the nortality table specified in the contract for determ ning the
maturity value of the paid-up annuity benefit. However, in no
event shall the present value of a paid-up annuity benefit be
| ess than the m ni num nonforfeiture amount at that tine.

7. For the purpose of determ ning the benefits cal cul ated

under subsections 5 and 6 of this section, in the case of annuity

contracts under which an election may be made to have annuity
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paynents conmence at optional maturity date, the maturity date
shal |l be deened to be the |atest date for which el ection shall be
permtted by the contract, but shall not be deened to be later

t han the anniversary of the contract next follow ng the
annuitant's seventieth birthday or the tenth anniversary of the
contract, whichever is later.

8. Any contract which does not provide cash surrender
benefits or does not provide death benefits at |east equal to the
m ni mum nonforfeiture amount prior to the commencenent of any
annuity paynents shall include a statenent in a prom nent place
in the contract that such benefits are not provided.

9. Any paid-up annuity, cash surrender or death benefits
avai |l abl e at any tinme, other than on the contract anniversary
under any contract with fixed schedul ed consi derations, shall be
calculated with all owance for the | apse of tinme and the paynent
of any schedul ed consi derati ons beyond the begi nning of the
contract year in which cessation of paynment of considerations
under the contract occurs.

10. For any contract which provides, within the sane
contract by rider or supplenmental contract provision, both
annuity benefits and life insurance benefits that are in excess
of the greater of cash surrender benefits or a return of the
gross considerations with interest, the m nimum nonforfeiture
benefits shall be equal to the sumof the m nimum nonforfeiture

benefits for the annuity portion and the m ni mum nonforfeiture
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benefits, if any, for the Iife insurance portion conputed as if
each portion were a separate contract. Notw thstanding the

provi sions of subsections 4, 5, 6, 7, and 9 of this section,

addi tional benefits payable in the event of total and permanent
disability, as reversionary annuity or deferred reversionary
annuity benefits, or as other policy benefits additional to life
i nsurance, endownent and annuity benefits, and considerations for
all such additional benefits, shall be disregarded in
ascertaining the mnimumnonforfeiture anmounts, paid-up annuity,
cash surrender and death benefits that may be required by this
section. The inclusion of such additional benefits shall not be
required in any paid-up benefits, unless such additional benefits
separately would require m nimum nonforfeiture anounts, paid-up
annuity, cash surrender and death benefits.

11. After Septenber 28, 1979, any conpany may file with the
director a witten notice of its election to conply with the
provisions of this section after a specified date before
Septenber 28, 1981. After the filing of such notice, then upon
such specified date, which shall be the operative date of this
section for such conpany, this section shall becone operative
Wi th respect to annuity contracts thereafter issued by such
conpany. |If a conpany nakes no such el ection, the operative date
of this section for such conpany shall be Septenber 28, 1981.

12. The provisions of this section shall expire on July 1,
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